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SUBJECT: CIEC FINANCIAL AFFAIRS COMMISSION - FOREIGN 
DIRECT INVESTMENT 

REF: STATE 99389 

1 . IT WAS AGREED G-8 DRAFTING GROUP MEETING 
MORNING OF MAY 3 THAT G-8 WOULD MAKE NO FURTHER 
PROPOSALS ON PARA 3 (PERMANENT SOVEREIGNTY) UNTIL AFTER 
G-19 MAKES COUNTER PROPOSAL. HOWEVER, OTHER MEMBERS OF 
G-8 ASKED WHETHER USG COULD ACCEPT "HOST COUNTRIES" OR 
AS A FALLBACK "DEVELOPING COUNTRIES" IN PARA 3. EC 
POINTED OUT THAT "HOST COUNTRIES" REFERENCE WOULD COVER 
ANY CAPITAL IMPORTING COUNTRIES WHETHER DEVELOPED OR 
DEVELOPING, AND ARGUED AGAIN THAT EVEN REFERENCE TO 
DEVELOPING COUNTRIES WAS CONSISTENT WITH REST OF TEXT 
LIMITED OFFICIAL USE 
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AS WHOLE. 

2. EC SUGGESTED FURTHER ALTERNATIVE LANGUAGE ON WHICH 
USG PROMISED TO CONSULT: "THE PARTICIPANTS OF CIEC 
RECOGNIZED THAT, IN THE EXERCISE OF THEIR 
SOVEREIGNTY, HOST STATES DETERMINE THE SECTORS INTO 
WHICH FOREIGN PRIVATE INVESTMENT MAY BE ADMITTED AND 
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THE CONDITIONS UPON WHICH IT MAY BE CALLED UPON TO 
PARTICIPATE IN THE DEVELOPMENT PROCESS." EC STILL 
BELIEVES THAT ORIGINAL U.S. DRAFT COULD BE INTERPRETED 
AS APPLICABLE TO EXISTING AS WELL AS NEW INVESTMENT 
WHERE IT REFERS TO "DETERMINING THE ROLE." 

3. IN VIEW OF INSTRUCTIONS REFTEL, USDEL SUGGESTED 
REVERSION TO NOVEMBER G-8 LANGUAGE (IN PARA 12-D) 
RELATING TO ECOSOC EFFORT ON ILLICIT PAYMENTS. AFTER 
MINOR HESITATION ON PART OF THE SWISS, G-8 CONCURRED. 
HOWEVER, G-8 WOULD LIKE TO REFER TO THE UN AD HOC 
GROUP BY NAME IF THAT GROUP IS STILL VIABLE, AND ASKED 
THAT USDEL PROVIDE AN UP-TO-THE-MINUTE REPORT AS TO 
WHAT IS TAKING PLACE IN NEW YORK ON ILLICIT PAYMENTS 
ISSUE. (PLEASE ADVISE URGENTLY.) THUS IT APPEARS 
THAT G-8 IS PREPARED TO GO ALONG WITH REFERENCE TO AN 
"INTERNATIONAL AGREEMENT" EVEN THOUGH IT WOULD LIKE TO 
BE MORE SPECIFIC ON TERMINOLOGY. WE ANTICIPATE, OF 
COURSE, THAT G-19 WILL ARGUE ON THE BASIS OF PARALLELISM 
THAT SOME REFERENCE TO A BINDING CODE OF CONDUCT ON 
TNE'S SHOULD BE INSERTED. 

KATZ 
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